
Socially Responsible Improvements in Working Conditions: 
Implications on Policy and Programs1 

 

Introduction 

Socially responsible improvements in working conditions can simply be defined as being 

about business “carrying out improvements in working conditions with or very little relations to 

its economic interests but have far reaching effects in bringing about better and more humane 

conditions of work.” It transcends the roles which the contemporary governance model (UNDP, 

1997) places on business as the primary source of productive employment and creator of jobs, 

provider of income and the principal generator of value. By practicing socially responsible 

improvements in working conditions, business establishments transform themselves into extra- 

government structures more specifically in the delivery of basic services, active development and 

rural development (Brilliantes, 1994). 

The impact of the environment on business’ practice of socially responsible 

improvements in working conditions and its subsequent impact on the policies and processes of 

the Labor Inspectorate System is illustrated in Figure 1. The outer circle, composed of three 

circlets which demonstrate the widest range of opportunities and incentives as well as constraints 

and burdens emanating from the environment, has considerable bearing on that which transpires 

within. The external environment provides both facilitating and inhibiting influences on business 

establishments to venture or not to venture on socially responsible improvement in working 

conditions. These forces from the environment, when viewed in their totality have considerable 

impact on business’ practice of improvements in working conditions and subsequently, on public 

instruments and institutions in the way they maintain themselves and change over time. These 

                                                 
1 Excerpts from the Doctoral Dissertation of Dr. Josefino I. Torres submitted to the College of Public Administration 
and Governance-University of the Philippines, April 2007. Dr. Torres is currently a Regional Director of the 
Department of Labor and Employment, Republic of the Philippines. 
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forces from the environment are composed mainly of the public policy in improving working 

conditions and how it evolved over time, pressures emanating from the local external 

environment and developments emanating from the global external environment. 

The next circle displays the range of translation from minimalist to discretionary to 

strategic socially responsible improvements in working conditions practiced by business 

organizations. Once the opportunities, incentives, constraints and burdens brought to bear by the 

environment are understood, business establishments may opt to practice any of the forms of 

socially responsible improvement in working conditions or some may opt out or get left out in 

the practice. 

The innermost circle is the Labor Inspectorate System. The practice of socially 

responsible improvements in working conditions drives the Labor Inspectorate System to 

reforms in response to the call for it to effectively manage, promote and facilitate these business 

practices with consideration of enhancing its organizational capacity and performance. 

Much of the work2 done in policy analysis shows that public policy, its instruments and 

institutions exert influence on business’ way of doing things. They tend to concentrate on the 

analysis and impact of policy, its instruments and institutions on society, in general and in 

particular, on societal institutions particularly, on their behavior. With respect to business, these 

studies and models point out that in addition to stimulating its creation and fostering its viability 

and growth, public policy, its instruments and institutions contribute also to the translation of its  

non-economic societal roles. Figure 1 posits otherwise. 

                                                 
2 See for instance Sears (1999) and Roberts, as cited in Jenkins (1997). 
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In light of the “public goods” outcomes of the practice of socially responsible 

improvements in working conditions, public policy, its instruments and institutions like the 

Labor Inspectorate System must be able to transform and therefore, reform itself to effectively 

Figure 1.  The Theoretical Framework of the Study 
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assume their roles in relation to this form of business’ assumption of societal responsibilities as 

influenced by its immediate environment. Figure 1 posits that just like any organization, the 

Labor Inspectorate System must be able to have a more or less shared view of what are the 

prevailing norms, values and expectations of its immediate environment which is consisting, 

more directly, of business and the business establishments comprising it, thereby gaining social 

legitimacy3 in the process. Business, in its assumption of socially responsible improvements in 

working conditions exerts influence on public policy, its instruments and institutions. Business 

organizations which were formerly labeled as clients are transformed into customers who would 

have choices, are empowered and treated as having the capability to influence agency decisions 

as they would have influence market trends, business decisions and product preferences in the 

private sector4. 

Figure 1 is an ideal type but in reality, interactions both within and across circles are 

obtaining and are taken into consideration in the entire analysis.                

Objectives 
 

This study explored the nature and environment of the practice of socially responsible 

improvements in working conditions in the Philippines and discussed its implications on the 

Labor Inspectorate System of the Department of Labor and Employment of the Republic of the 

Philippines, as they are practiced by business establishments in the country: 

a. The policy and administrative backdrop under which improvements in working 
conditions grew and developed in the country; 
 

                                                 
3 The concept of ‘social legitimacy’ is one of the important contributions of the Institutional Perspective (Hall. 
1999). Organizations not only require raw materials, capital, labor, knowledge and equipment to operate they also 
depend upon the acceptance of the environment in which they operate. Organizations whose environment questions 
their right to survive can be driven out of existence.  
4 This finds congruence with one of the ten principles of the “Entrepreneurial Government Model,” made popular by 
Osborn and Gaebler in their 1997 seminal book “Reinventing Government: How the Entrepreneurial Spirit is 
Transforming the Public Sector.” 
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b. The external local and global environment influencing the management, promotion and 
facilitation of the practice; 
 

c. The modalities and approaches in the practice of socially responsible improvements in 
working conditions by selected business establishments; 
 

d. The organizational capacity and performance of the implementing machinery in 
government; and 
 

e. The prospective reforms in the implementing machinery in government intended to 
broaden and maximize business contributions in improving working conditions.  
 

The Historical Evolution of Public Policy on Improving Working Conditions in the 
Philippines 
 

 The conditions of work emanating during the early years of Philippine history can hardly 

be considered under the definition of working conditions.  The birthright or simply the stratum in 

the pre-Spanish society where one belonged, dictated when his services were to be paid or not. 

 The Spanish period saw only visages of standard working conditions.  Workers were paid 

but the whims and caprices of those who govern prevailed over the governed.  The old Civil and 

Commerce Codes were there to set the minimum employment relations between workers and 

employers but their stipulations were hardly observed. 

 The American period saw the enactment of a number of labor and welfare legislations. 

Employers and workers were guided with the minimum terms and conditions of work acceptable 

in Philippine society in those times. But the capitalists, most of them Americans, openly opposed 

the passage and implementation of these labor and welfare laws and were able to successfully 

assail the constitutionality of these social legislations as infringements on their right to contract, 

a deprivation of their property without due process. (Cunanan, 1986).   
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 With the Constitutional infirmity taken cared of with the promulgation of the 1935 

Constitution and it declaring the protection of labor as a fundamental State policy, legislation on 

labor was intensified during the Commonwealth period.   

 The enactment of labor standard laws continued with the establishment of the Republic 

but there were doubts as to the real intentions of their enactment and enforceability. More 

substantial reasons, aside from electioneering, for this impressive array of social legislations is 

that power elites granted a few concessions to avert their doom in times when there were threats 

of insurgency, supported by radicalized masses, that endangered, not only the incumbent 

administrations, but also the political system itself (Cunanan, 1986). 

Philippine governance in the area of labor and employment is intertwined with the 

evolution of public policy in improving working conditions. A wide array of issues and matters 

has been tackled through the enactment of labor laws and standards. These imposed an 

increasing burden upon the Department of Labor and Employment and its Labor Inspectorate 

System, to monitor compliance by business establishments. Notwithstanding the number of 

establishments all over the country, the task and responsibility of monitoring business’ 

compliance to labor laws and standards has been very daunting and seem impossible to 

satisfactorily accomplish. But ‘new’ labor laws and standards continue to challenge the Labor 

Inspectorate System almost invariably and progressively each year. These further cast doubts on 

its ability to correspondingly stretch its adsorptive capacity – its ability to perform its mandate 

and meet the expectations of its publics. Thus, it becomes increasingly imperative that more 

innovative and creative approaches be employed by the Labor Inspectorate System to carry out 

its mandate.  
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The protection of workers had been the central theme of public policy on improving 

working conditions. From the second and third decades of the American Period up to the last 

years of the Martial Law Period, the public policy on improving working conditions gave the 

workers certain minimum guarantees such as minimum wage, maximum hours of work and 

safety and health protection anchored on the delivery of their labor services to the satisfaction of 

their employers. The workplace had been the setting of employment relations. The Post Martial 

Period ushered in rules and regulations that dwelt on combating the ‘new’ hazards in the 

workplace -- issues and concerns that cannot strictly be recognized as under the ambit of 

‘minimum’ working conditions but are perceived to be related to what may be obtaining towards 

improving the lot of the workers and workplace conditions. The public policy on improving 

working conditions nowadays is not only confined to the protection of the workers and 

improvement of their workplaces but also extends beyond work and the workplace.  In its 

entirety, the term “working conditions” is being redefined and its coverage being expanded. 

The Opportunities, Incentives, Constraints and Burdens Emanating from the Local External 
Environment 

Clearly, the dire state of working conditions in the country and the emerging patterns of 

employment dictate upon business to initiate measures to improve the working and living 

conditions of workers.  Meanwhile, the prevailing labor market conditions impose upon business 

to step up the assumption of its governance role of generating jobs and income. 

In addition, there are links to the national development agenda of business’ engagement in 

the practice of socially responsible improvements in working conditions. Furthermore, this 

societal role of business is consistent with the fulfillment of its social function under the 

Philippine Constitution.      
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While the labor movement in the country may be considered weak and fragmented, 

organized labor remains a strategic partner in advocating and exerting pressures in and outside 

the company in improving workplace conditions. Organized labor exerts pressures to employers 

and government to adopt measures towards a more humane and worker-friendly work 

environment. Their representation in rule-making bodies in government as well as their political 

clout, leverage and noise in the media, in the legislature, in the “parliament of the streets” and in 

policy forums enable them to influence public policy and program shifts and adoption.  

The demands and initiatives of other stakeholders among which are the consuming public, 

the workers and their organizations, the academe, civil society and business itself also create 

pressures on business to practice socially responsible improvements in working conditions. Their 

concerns and activities are quite varied and point to the potential of constructive collaboration 

and partnerships. There are also incentives and recognition systems of exemplary and best 

practices but more should be put in place to provide additional motivation for business 

organizations to engage in the practice. 

The variables emanating from the local environments put pressures on business and render 

it somewhat ‘imperative’ for business establishments to be socially responsible through 

practicing socially responsible improvements in working conditions. This development in 

business is placing new challenges on policy-makers and program implementers, the Labor 

Inspectorate included. The main challenge facing the Labor Inspectorate is how to merge, at the 

same time strengthen, its regulatory role amidst its emerging developmental roles in relation to 

business’ practice of the socially responsible improvements in working conditions. This means 

that the Labor Inspectorate still dispenses its regulatory function without being an obstacle or 

inhibiting the ability of business to be more involved in societal development.  
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The Opportunities, Incentives, Constraints and Burdens Emanating from the Global External 
Environment 

 Through the processes of globalization, the world of work has been transformed.  While 

new employment opportunities have been created, the quality of employment generated by 

globalization is questionable as it led to a ‘race to the bottom’ type of working conditions. In 

order to be more attractive, costs of production are kept as low as possible through loosened 

labor market regulations, low wages and poor working conditions making the quality of 

employment generated with globalization, poor and unimproved. Flexibilization and global 

sourcing, two phenomena associated with globalization tend to add to the ‘race to the bottom’ of 

nations and business organizations. 

 Another international development is the linking of labor standards with trade. While 

such relationship has not been accepted in the World Trade Organization, the practice of linking 

labor standards with trade has long been established in various international commodity 

agreements and international trade relations as found in some regional and bilateral trade 

agreements.  

 Another international development is concerning international trade unions.  International 

labor unions constitute a vital force in the international discussions of labor matters. With the 

unification of the two most dominant global trade unions, the leverage for international trade 

unions to put pressures on multinational corporations and governments to correct malpractices 

and misbehavior around the globe and to combat the negative social effects of globalization is 

expected to be greater and louder this time. 

There has been an upsurge, in recent years, of voluntary private initiatives such as codes 

of conduct, social labeling and socially responsible investing practices. Multi-lateral 

organizations have joined this bandwagon with the development of global standards and 
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conventions. There are also a variety of certification, accounting and auditing systems and 

organizations, backing these voluntary initiatives, to monitor compliance with global standards 

and conventions. Despite the criticisms raised against them, private voluntary initiatives, global 

standards and conventions, and certification, accounting and auditing systems and organizations 

have the great potential in changing corporate behavior in positive ways and in furthering the 

practice of socially responsible improvements in working conditions among business 

organizations. 

From the foregoing, business is also motivated to be socially responsible as a response to 

opportunities, incentives, constraints and burdens emanating from the external global 

environment. With business becoming socially responsible, the Labor Inspectorate is further 

challenged. A major challenge is to develop the linkages of these private voluntary initiatives, 

global standards and conventions, and certification, accounting and auditing systems with the 

national development policies to enable them to be translated into actual improvements on the 

ground. Another challenge for the Labor Inspectorate is to facilitate, on a continuing basis, 

sectoral dialogues and consensus on globalization and how to mitigate its negative social 

consequences, on trade agreements with labor standards components, and on the content, scope 

implementation, monitoring and auditing of private voluntary initiatives.  

The Practice of Socially Responsible Improvements in Working Conditions of Selected 
Business Establishments in the Country  
 
 Six business establishments and their practice of socially responsible improvements in 

working conditions were documented in this study, namely: IndoPhil Inc.; International Wiring 

Systems (Philippines) Corporation; Nanox Philippines Inc.; Sanyo Semiconductor 

Manufacturing Phils. Corporation; Vitarich Corporation; and Yokohama Tire Phils. Corporation. 

Four of these business establishments were predominantly Japanese-owned. Vitarich Corporation 
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was entirely Filipino-owned. All except the Vitarich Corporation and IndoPhil Inc. were 

established during the 1990s. 

Vitarich Corporation belonged to the agriculture, fishery and hunting sector while the rest 

belonged to the manufacturing industry sector.  Each of the business establishment had a 

product/commodity different from each other. 

Table 1. Profiles of the Documented Business Establishments,  2004. 
Name of Business 
Organization/Date of 
Incorporation 

Type of 
Ownership 

Parent 
Company 

Industry Sector Product/ Commodity Total 
Workforce 

(2005) 
1. IndoPhil Inc./1975 Indian Viria Group of 

Companies 
Manufacturing Poly viscous blended  

yarn, poly cotton 
blended yarn, and 
polyester.   

 
1,712 

2. International Wiring 
Systems (Philippines) 
Corporation/1991 

Japanese Sumitomo 
Wiring Systems, 
LTD. 

Manufacturing Wiring harness for 
cars/motorcycles and 
car air conditioning 
units, corrugated 
vinyl tubes and spare 
parts for wire harness 
equipment. 

 
6,917 

3.Nanox Philippines 
Inc./1999  

Japanese Nanox 
Corporation 

Manufacturing Passive and active  
liquid crystal display,  
chips on glass and tri-
film transistors 

 
2,474 

4. Sanyo Semiconductor 
Manufacturing Phils. 
Corporation/1996 

Japanese  Sanyo Electric 
Co. Inc. 

Manufacturing Large scale 
integrated circuits of 
MOs and bi-polar 
varieties 

 
 1,381 

5.Vitarich 
Corporation/1962 
 

Filipino Sarmiento 
Industries 

Agriculture, 
Hunting and 
Forestry 

Processed meat 
products 

 
  626 

6. Yokohama Tire Phils. 
Corporation71996 

Japanese Yokohama 
Rubber  Co., 
Ltd. 

Manufacturing Radial tires for 
passenger vehicles, 
aerospace, 
construction and civil 
engineering . 

 
 957 

 
 
The Profile of Employees /Workers  

All the business establishments were large with more than 199 employees each.The 

workers at IndoPhil, IWSPC, and Vitarich were organized into labor unions with operative 

collective bargaining agreements. The workers of the other business establishments were 

unorganized. All had functioning labor-management cooperation schemes and were used as 
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forums for discussing and resolving work-related issues and precluding potential disputes arising 

from work.  

On Minimalist Improvement in Working Conditions 
 
 All the establishments provided wages that were at least equal, if not higher than the 

legally mandated minimum wages. Some had provided mechanisms for wage adjustments either 

as stipulated in their collective bargaining agreements or as deemed necessary to address rising 

cost of living and wage increases as provided by law.     

 All establishments capped the legal standard of 8 hours per day or 48 hour per week and 

overtime work was compensated. Rest days were provided and compressed workweek with 

shifting schedules was resorted to. 

  Steps were undertaken to maintain a healthy and safe work environment, Some 

establishments went further to ensure the safety and health of their employees with practices 

such as regular water analysis, canteen inspection and strict observance of hygiene and decorum 

in workplaces.       

On Discretionary Improvement in Working Conditions 

 All establishments incorporated one or two discretionary improvements in working 

conditions that aimed to further improve employees’ welfare. IndoPhil and Nanox were 

committed to employee’s training and development, Nanox and Yokohama were into expanding 

their employees’ social protection, IWSPC and Sanyo were into the provision of welfare 

facilities and services, and Vitarich had an established loan window for its own employees. 

 On Strategic Improvement in Working Conditions 

Various practices of strategic improvements in working conditions were being carried out 

by these establishments. Table 2 presents a picture of these practices and how they contributed to 
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workplace improvements, to workers’ welfare and more perceptively, to societal development. 

This is reflected in some practices found to have significant impact in improving the conditions 

in the workplace and eventually, enhancing the general welfare of the workers. Other practices 

tend to be more promising and superior as they were found to transcend work and workplace 

issues and involve the interaction with the community contributing to its development through a 

variety of means and ends. The reality of these ‘beyond the workplace’ practices cannot be 

ignored and collectively, they raise perceptive questions and suggest percipient insights on how 

the government, specifically, the Labor Inspectorate System should adopt and change in light of 

these significant shifts in business’ role in societal development. In summary, initiatives of ‘the 

hen that lays the golden egg’ should not be stifled or inhibited but must be helped to flourish and 

expand.  
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Table 2. Profiles of Strategic Socially Responsible Improvements in Working Conditions of Documented 
Business Establishments, 2005. 
 

 
Item/Name of 

Business 
Establishment 

 
IndoPhil.Inc 

 
International 

Wiring Systems 
(Philippines) Corp. 

. 
Nanox Philippines 

Inc. 
 

. 
Sanyo Semi-conductor 
Manufacturing Phils 

.Corp. 

 
Vitarich Corp. 

 
Yokohama Tire 

Phils. Corp. 
 

 
 Practice 

Jaipur Foot Project Socially 
Responsible Human 
Resource 
Management 

Work Specialization 
and Simplification 

Socially Responsible 
Occupational Safety and 
Health  

Community 
Involvement and 
Development 

Environmental 
Consciousness and 
Practices  

 
Driver (s) 

Corporate tradition  Corporate policy Business strategy Business strategy Visionary leadership Market-driven 

 
Objective(s) 

Towards the physical, 
economic and social 
rehabilitation of the  
handicapped 

Provide 
contentment and 
fulfillment among 
the workers  

Towards higher 
productivity levels 
and  

Ensure health and safety 
in the workplace for all 
in the organization 

Share the returns of 
business and assist in 
providing better 
quality of life 

Contribute to the 
efforts to manage and 
protect the 
environment 

 
Target 

Persons with disabilities Company 
employees and 
customers 

Company 
employees 

Company employees, 
Suppliers and 
Contractors  

Company employees 
and the outlying 
communities    

Company employees, 
contractors, and  
outlying communities 

 
Structure 
(Responsible 
Implementing 
Units) 

Mahaveer Phil 
Foundation  

Company 
Administrative and 
Personnel  
Department 

Company–wide Company Safety 
Committee 

Sarmiento 
Foundation Inc. and 
Company Employee 
Relations Office  

Company 
Environmental 
Management System  
and Safety Group 

 
 Other 
Collaborators 
 

Phil. Orthopedic 
Hospital. Zamboanga 
City Medical Center and 
Phil. General Hospital  

None None Occupational Safety and 
Health Center of the 
Department of Labor 
and Employment  

Company employees 
sharing their 
technical skills and 
expertise, other 
private corporations, 
Departments of 
Educations, and 
Trade and Industry 

None 

 
Role of 
Company 
 

Bearing the cost of the 
raw materials for the 
manufacture of the 
prosthetics and the  
training of doctors and 
technicians in India . 

Oversee the 
implementation of 
all activities  

Oversee the 
implementation of 
all activities 

Oversee the 
implementation of all 
activities 

Leveraging its own 
funds for loans, 
grants and assistance,  
and full-time staff. 

Advocacy and 
funding of activities 

 
Outputs/ 
Outcomes 

Since 1988, provided 
6,000 prosthetics to 
amputees and trained 11 
doctors and technicians 
in India  

Increased morale 
among employees 
leading to enhanced 
efficiency and 
effectiveness 
towards quality 
outputs   

Reduced costs, 
better quality of 
products  

Reduced work-related 
accidents  

From 2000 to 2005, a 
total of P 26.2 
million had been lent 
out assisting 2,267 
entrepreneurs.  

Benchmarked by 
other companies and 
recipient of numerous 
awards on 
environmental 
management 

 
Future Plans  
 
 

Expanding partnerships 
with more medical 
institutions, including 
military hospitals  

Continuing 
improvement of the 
HRM activities 

Continuing drive 
for more 
simplification of 
work processes and 
methods  

Continuing work for the 
‘without accident, both 
minor and major’ in a  
year of operation. 

Expanding to the 
cover more 
municipalities. 

Continuing 
improvement of  the 
EMS programs and 
its community 
development 
program 
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An Internal Assessment of the Labor Inspectorate System of the Department of Labor and 
Employment of the Republic of the Philippines 
 

The Department of Labor and Employment is mandated to protect the rights of workers 

and promote their welfare as enshrined in the Philippine Constitution and the Labor Code of the 

Philippines. Its mission is to provide social justice and protect human rights and respect for 

human dignity through the insurance of workers’ protection and welfare promotion, promotion 

of full employment and employability, maintenance of industrial peace and enhancement of 

workers’ participation in policy development. 

The basic policy on improving working conditions is concerned with protecting the 

workers from unwarranted exploitations while assuring them of definite benefits or a certain 

standard of living. Thus, humane terms and conditions of work are assured, hours of work are 

regulated and minimum remuneration is guaranteed. The policy on improving working 

conditions is also directed at making the workplaces safe and healthy and that occupational  

hazards in all workplaces in the country are eliminated, if not reduced. 

The Labor Inspectorate System of the Department of Labor and Employment was 

constituted to operationalize the policy on improving working conditions. The responsibility of 

determining compliance with the minimum requirements of General Labor Standards including 

Occupational Safety and Health Standards, and other related laws and executive issuances has 

been assumed by the Labor Inspectorate System. 

The exercise of the labor inspectorate functions and the attendant powers attached thereto 

emanates from the exercise of the ‘visitorial and enforcement powers’ as vested with the 

Secretary of Labor and Employment or his or her duly authorized representatives pursuant to the 

Labor Code of the Philippines. Visitorial power grants said officials, including the labor 

inspectors, access to employers’ records and premises, the right to question the employers and 
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investigate any fact or condition in the workplace necessary to determine compliance with law. 

On the other hand, the enforcement power is the power to order and administer compliance with 

the labor standards provisions of the Labor Code.  

Demands and Challenges Faced by the Labor Inspectorate System 

Since its inception, the Labor Inspectorate System had been under challenge, particularly 

its ‘inspection’ aspect, the preferred and main mode of ensuring compliance to labor and 

occupational safety and health standards. The performance of the Labor Inspectorate, in terms of 

establishments inspected and visited and those found violating general labor and technical safety 

standards left much to be desired.  For instance, establishments inspected and visited for the 

period 2000 to 2003 did not even reach half of the inspectionable establishments, which then 

referred to those establishments employing 10 and more workers only. For the same period, 20 to 

30 per cent of those establishments inspected was found to have violations in the area of general 

labor standards. Meanwhile, 11 to 21 percent of the units inspected was found to have violations 

in the area of technical safety standards. 

This can be attributed to “under enforcement,” which mainly consists of the mismatch 

between the number of business establishments and the number and quality of inspectors. As of 

2004, there were about 856,510 establishments operating all over the country.  From 2000 to 

2004, micro establishments or those employing less than 10 workers comprised an annual 

average of 91.45 percent of all the establishments, distantly followed by small establishments or 

those employing 10-99 workers, which comprised an annual average of 7.82 percent of all 

establishments. The rest of the establishments were evenly distributed between the medium 

establishments or those employing 100-199 workers and the large establishments or those 

employing 200 or more employees. 
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The enforcement of labor standards demands a considerable amount of regulatory 

oversight and resources, which are not oftentimes readily available to the Department of Labor 

and Employment. In 2004, there were 253 labor inspector positions but only 208 of them were 

performing the inspection function since 53 were performing desk functions as supervisors. The 

number of inspectors had not increased and in fact had decreased over the years, largely because 

of the policy of past and present administrations to make the bureaucracy ‘lean and mean’ amidst 

the persistent calls for economy and less government spending, In 2004, there were 208 

inspectors all over the country, a decrease of about 19 from the 227 inspectors in 2000. 

Of the 208 inspectors, 144 of them were inspectors of general labor standards while 64 of 

them were doing technical safety inspection on mechanical, electrical and other technical 

facilities. All of the 208 inspectors were baccalaureate degree holders with only 48 of them 

having graduate degrees. Only 8 of the 64 technical safety inspectors were licensed professional 

engineers, a necessary qualification for inspectors doing technical safety inspection. There some 

inspectors found to have not passed the Basic Training Course for New Inspectors, a basic 

requirement before one can perform the functions of an inspector. Still, some inspectors were 

found lacking training on basic occupational safety and health, work environment measurement, 

time and motion study, and facility evaluation. Some inspectors however were found to have 

undergone foreign scholarship trainings, and advanced training on technical safety, construction 

safety and boiler and crane inspections.   

Financial support to sustain enforcement activities was also a perennial problem. Fund 

allotment for the Labor Inspectorate System had remained constant from 2000-2003, never 

substantially increasing and reaching the level of 100.0 million pesos in any year. This had put a 

heavy toll on its ability to monitor effectively labor standard compliance in the country. 
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There are other demands and challenges that confronted the Labor Inspectorate System, 

which significantly contributed to its failure to attain a fairly satisfactory rate of compliance to 

labor standards. Among which are the following: 

a. The promulgation of new labor laws and standards every year, which added to the almost 
insurmountable coverage of tasks to be performed by a lean and inadequately funded 
bureaucracy; 
 

b. The corruption in the system, which drained whatever effectiveness is left of the Labor 
Inspectorate. Inspection activities were suspended in 1972 and 1979 because of alleged 
anomalies that pervaded the system (Nueza, 1977 and Villegas, 1979).  Five (5) and two 
(2) inspectors from the already insufficient number of labor inspectors, were dismissed 
from the service in 2003 and 2004, respectively, upon finding them culpable in 
corruption cases; 
 

c. The continuing decline in unionism and collective bargaining in the country, which 
limited participation of workers in monitoring and ensuring compliance to labor 
standards; and 
 

d. The continuing emergence of new patterns of work and atypical work arrangements, 
which mangled the established standards in employment relations. 

 

The Labor Standards Enforcement Framework:  A Regulatory Reform 

With the problems, demands and challenges faced by the Labor Inspectorate System,  

DOLE Administrative Order No. 296 of 2002 entitled “Framework for Labor Standards 

Enforcement”, and subsequently, Department Order No. 57 of 2004, entitled  “Guidelines 

Implementing the Labor Standards Enforcement Framework (LSEF)” were issued, introducing 

sweeping reforms in the approach and coverage of the Labor Inspectorate System. 

These twin issuances were issued “to build a culture of safety, health and welfare at the 

workplace and an ethic of self-regulation and voluntary compliance with labor standards by all 

establishments and workplaces, and expand the reach of the Department of Labor and 

Employment through partnerships with labor and employers’ organizations that also have a stake 

on the welfare and protection of the workers”. Thus, these issuances overhauled the exercise and 
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application of the visitorial power and set forth new approaches in the enforcement of labor 

standards, which include the following: 

Developmental Approach through the Conduct of Training and Advisory Visits  

This approach is undertaken in workplaces with less than 10 workers and those certified 

as Barangay Micro-Business Enterprises Small and micro-establishments are assisted in mapping 

out their own improvement programs geared at increasing productivity to facilitate eventual 

compliance with labor standards. The training includes an orientation on practical work methods 

and low-cost improvement strategies. 

Regulatory Approach through Inspection to cover All Establishments  

This approach is focused on establishments with 10 to 199 workers. 

Restitutions/corrections are effected if violations are found upon inspection. Inspection is 

undertaken along the following prioritization: a. existence of complaints, b. imminent danger or 

imminent occurrence of accidents and illnesses/injuries; c. hazardous workplaces; d. construction 

sites; and e. establishments employing women/child workers. 

Self-Assessment Approach through Voluntary Compliance to Labor Standards  

This approach covers establishments with 200 or more workers and unionized 

establishments with certified Collective Bargaining Agreements. Through their respective Labor-

Management Committees, Health and Safety Committees and other similar committees, 

employers are tasked to conduct an assessment through the accomplishment and submission of a 

Checklist within five (5) days after the assessment. Spot checks are conducted in all covered 

establishments or workplaces. This approach operationalizes self-regulation in establishments. 

To complement these approaches, continuous advocacy and campaign for labor standards 

is also being done. This includes an information, education and communication campaign plan, 
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and an annual awards/ recognition of compliant-establishment in collaboration with employers’ 

and workers’ organizations. Moreover, networking and partnerships with workers’, employers’, 

industry, safety and other professional organizations, non-government and other civil society 

organizations and local government units are adopted strategies to improve labor standards 

compliance. 

 Tripartism and social dialogue are also undertaken through consultations and 

collaboration of sectoral partners among the workers, employers and their organizations through 

the mechanisms present in the workplace such as labor-management committees, health and 

safety committees and the like. 

 Sanctions and coercive actions are also applied in cases of flagrant contraventions of 

labor standards. Sanctions are resorted to when persuasive actions have failed to effect 

compliance. The rules on the resolution of such cases fall under the ambit of the labor dispute 

settlement system of the Department of Labor and Employment.   

The Immediate Results 

Under the inspection approach in general labor standards, the critical indicators of 

performance of the Labor Inspectorate System suffered in the initial year of LSEF 

implementation. The level of activity in inspection sharply declined from 25,391 establishments 

in 2003 to 16,319 establishments in 2004. Compliance also suffered in its initial implementation 

from 70.9% in 2003 to 67.5% in 2004. The decline in performance level can be attributed to the 

“birth pains” associated with the introduction of the LSEF and its two new approaches.  

As the labor inspectorate adjusts to the demands of the LSEF, slight but significant 

improvements were observed in its critical indicators. The inspection activities increased from 
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16,319 establishments in 2004 to 24,832 establishments in 2007. The compliance rate likewise 

improved, from 67.5% in 2004 to 70.4% in 2005. 

The LSEF has been in operation only for the last five (5) years, and cannot be assessed 

properly because of lack of historical data to evaluate results. This report of results, therefore, 

can only be considered as an initial effort to demonstrate the potential for the mix of innovative 

approaches comprising the LSEF. 

The Road Map Towards Self-Regulation and Voluntary Compliance  

A gradual but deliberate shift is envisioned towards the replacement of the command and 

control regulatory inspection to a developmental one that is anchored on a twin-policy of self-

regulation and voluntary compliance. By 2018, all workplaces in the country would have been 

covered by the labor inspectorate system under the twin-policy mechanism of self-regulation and 

voluntary compliance. A scaling up plan of the coverage of self-regulation and voluntary 

compliance shall guide the attainment of this vision. The LSEF, therefore, is only a transitory 

policy mechanism of the labor inspectorate program.  

By 2018, a critical number of establishments employing less than 10 workers would have 

been prepared for their coverage under a self-regulation and voluntary compliance regime. The 

Developmental Approach through the Conduct of Training and Advisory Visits will be phased 

out. Regulatory inspection would only be undertaken upon the existence of complaints, imminent 

danger or imminent occurrence of accidents and illnesses/injuries, hazardous workplaces, 

construction sites, and. on establishments suspected of employing child laborers.  

The Department has long way to go to reach its target of compliance under a self-

regulation and voluntary compliance twin-policy mechanism. However, for self-regulation and 

voluntary compliance to be a better policy mechanism than regulatory inspection, there is a need 
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to sustain that resolve and commitment to meeting the demands and challenges consistently, and 

to achieve an improved compliance to labor standards deliberately and progressively.  

The Policy of Self-Regulation and Voluntary Compliance  

Why innovate on the enforcement approaches? Why the sudden shift from a purely 

regulatory strategy to self-regulation and voluntary compliance? The demands and challenges 

enumerated earlier were enough drivers for the Labor Inspectorate System to innovate and 

reform. 

Self-regulation and voluntary compliance entrust the main responsibility of ensuring 

compliance to labor standards to the establishments themselves. This twin-policy mechanism 

gives the business establishments an active role and encourages them to assume responsibility in 

delivering results by using their experience to design and implement their own solutions. 

Business organizations define their own means to achieve these results, but the means and results 

must be explicitly described in checklists provided to them. The approach offers opportunities 

for quick detection of instances of non-conformity and corrective action, and possible cost-

savings and reduced interventions for government. This leads to the integration of issues related 

to working conditions into the internal organization of the business organization, converting such 

concerns into contributions to its pursuit of productivity improvement and making working 

conditions improvement a managerial issue rather than a problem of additional costs. 

Clearly, business organizations must make some changes and take steps to meet these 

new roles in labor standards compliance. More importantly, it must have a coherent framework 

for setting and reviewing its work environment objectives, for assigning responsibility and for 

regularly measuring progress to achieve objectives. It must institute a system for responding to 

and correcting problems as they occur and are discovered. 



 23

The program will not replace labor unions but will reinforce their legitimate demands for 

improved conditions in the workplace. Unions will have access to reports and can perform 

oversight functions of the reports, and the reports themselves can be the basis of their actions, 

demands and complaints. 

The basic objective of the framework is to encourage a shift away from regulatory 

inspection, which had become increasingly detailed, burdensome and ineffective towards an 

assumption of the establishments’ responsibility of a self-regulating labor standards compliance. 

As a result, the relationship of the Labor Inspectorate and the establishments undergoes a 

profound transformation. The Labor Inspectorate no longer checks payrolls and other pertinent 

records, but monitors a firm’s labor standards policy instead. Since self-assessment and self-

regulation use existing regulations as the minimums, the voluntary compliance program is not 

meant to replace regulations but to complement their enforcement. Any practice lower than what 

law prescribes is non-negotiable and such malpractice makes that business organization liable 

and subject to the full powers of the law. 

An Assessment 

With the plans and programs broadly outlined, is the Labor Inspectorate “fit” to the 

expectations of the Labor Standards Enforcement Program?     

 The initial assessment tended to point out that there is very little potential in the current 

Labor Inspectorate System to meet the desired capacity and performance planned in the Labor 

Standards Enforcement Program. There is very little scope for it to make a difference. But a 

retreat to regulatory inspection with purely government doing it is entirely foolish or disastrous 

as it will result to the kind of challenges it faced which the Labor Standards Enforcement 
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Framework wishes to attend to. The Labor Inspectorate System must be transformed to be 

effective lest it becomes one of the “white elephants” in the entire government machinery. 

 Further, it needs to be expanded and strengthened to respond to a changed environment. 

For one, the reforms that have to be instituted in the Labor Inspectorate System should be in 

response to the influences of business in its practice of socially responsive improvements in 

working conditions. Since the current Labor Inspectorate System had come to the fore as 

inadequate and limited to be effective, these reforms must be more than creative and innovative, 

if not different from its usual way of doing things.     

 
Charting Reforms in the Labor Inspectorate Systems 
 
Recommendations to Ensure the Sustainability of the Reforms Instituted under the Labor 
Standards Enforcement Framework 
 

The twin-policy mechanism of self-regulation and voluntary compliance can operate best 

when associated with a sound governance infrastructure. Having had only small gains in the five-

year  implementation of the LSEF shows that to produce the results that had been wanting since 

its inception, more creativity, adjustments and reforms in the Labor Inspectorate System should 

be forthcoming.  

To ensure sustainability of the reforms instituted under the Labor Standards Enforcement 

Framework (LSEF) and the full and effective coverage of all establishments by Year 2018, the 

following are proposed to be undertaken by the Department of Labor and Employment: 

a. Improve on the design of the Labor Standard Enforcement Framework (LSEF). A badly 

or poorly designed framework will fail just as readily as the old framework of regulatory 

inspection, which the LSEF seeks to reform or transform. Its underlying philosophies, 

mechanics and procedures, the roles of key stakeholders and how each can effectively 
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assume these roles, the monitoring and assessment tools and regulations, the incentives 

and other motivational perks towards a sustained and improved compliance should be  

outlined in clear unequivocal terms understood by its stakeholders; 

b. Promote awareness of the LSEF, particularly on the policy mechanism of self-assessment 

and voluntary compliance among owners, managerial and HRD staff of establishments, 

employers and workers and their organizations towards their more active role in 

promoting the LSEF. Increasing awareness includes developing and publishing 

guidelines on the application of self-regulation and voluntary compliance to labor 

standards enforcement and the procedures for redress and handling of complaints. This 

will also include gearing up the internal DOLE organization, its management and 

implementing teams as well as engaging the leaders of industry and employers 

associations, and of various labor centers and federations in social dialogues to resolve 

issues that may impede their participation and to firm up their commitments; 

c. Undertake measures to step up the coverage of small and micro-establishments under the 

Technical Assistance Visits (TAVs) and to scale down the coverage of inspection of 

medium-sized establishments under the inspection approach. To speed up the full 

coverage of small and micro-establishments, the Department may engage the services of 

practitioners and organizations in working conditions improvement as trainers and 

organizers; and 

d. Carry out research on identifying and assessing the consequences of LSEF, so that 

unintended and indirect consequences can be picked up. One outcome of this research 

could be the production of additional guidance for policy makers on how to identify 

unintended consequences. 
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The Public Policy Case for the Integration and Mainstreaming of the Business’ Practice of 
Socially Responsible Improvements in Working Conditions in the Labor Standards Enforcement 
Framework 

The cases presented in the preceding section point to the potential and benefit in 

business’ practice of socially responsible improvements in working conditions. The 

constitutional mandate of improving working conditions can be further pursued with the 

incorporation of business’ practice of socially responsible improvements in working conditions 

in the Labor Standards Enforcement Framework. The discussions that follow add to these 

arguments. 

Business’ practice of socially responsible improvements in working conditions embodies 

public interest. Business organizations in their practice of socially responsible improvements in 

working conditions are expected not only to recognize the legitimate interests directly affected 

by their operations but to also respond appropriately to domestic and international economic, 

political and social issues, improve the quality of life, support and operate according to the 

highest standards of business ethics, act in the best interest of the consumers and promote 

activities that serve society, in general. In partnership with other members of society, business 

through its practice of socially responsible improvements in working conditions maintain and 

improve the many factors that contribute to an improved standard of living for its workers and 

the communities it serves.  

The practice of socially responsible improvements in working conditions by Philippine 

business helps achieve societal goals and government in enforcing labor laws and standards. The 

practice of socially responsible improvements in working conditions requires full compliance of 

practicing business organization to labor laws and standards. Moreover, business in its practice 

navigate all the circles of its societal responsibilities and influence. 



 27

The practice helps in the national competitiveness strategy. Evidence of good working 

conditions is required by buyers, investors and financiers and is increasingly included in regional 

and bilateral trade agreements, company (buyers) codes of conduct, and global standards and 

conventions. 

Recommendations to Respond to the Influences of Business’ Practice of Socially Responsible 
Improvements in Working Conditions. 

Based on the foregoing analysis, the Department of Labor and Employment, particularly 

its Labor Inspectorate System is recommended to assume three roles in response to the 

influences brought to bear upon it by business’ practice of socially responsible improvements in 

working conditions.  

In its ‘managing role’, it is desirable for the Department of Labor and Employment 

though its Labor Inspectorate System to take the lead in refining and redefining the content, 

scope, implementation, monitoring and auditing of the practice of socially responsible 

improvements in working conditions. The overarching objective however remains as not to 

develop a definition of what socially responsible improvements in working conditions are or are 

not but adopt a framework to guide business in its socially responsible practices without them 

necessarily leading to being ‘mandated. The Department of Labor and Employment under this 

role is a leader and an architect. In pursuance of this ‘‘managing role”, the following are 

recommended: 

a. Shape a national agenda in socially responsible improvements in working conditions; 
 

b. Uphold transparency and accountability as building blocks of the national agenda; 
 

c. Employ independent monitors to expand the reach of the Labor Inspectorate; and 
 

d. Make monitoring and verification as essential components   
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In its ‘promoting’ role, the Department of Labor and Employment communicates to 

stakeholders, consumers and the general public the value and the developments in the business’ 

practice of socially responsible improvements in working conditions. The Department of Labor 

and Employment under this role is not only an imparter of the ‘good news’ but a social marketer 

as well. In pursuance of this ‘‘promoting” role, the following are recommended: 

a. Take the lead in the integration of international and national codes and monitoring 
systems; 
 

b. Gear up the  Labor Inspectorate to communicate SRIWC with its publics; and 
 

c. Enjoin the suppliers and clients to practice SRIWC. 
 

In its “facilitating” role, the Department of Labor and Employment, through its Labor 

Inspectorate System, enable business organizations to practice socially responsible 

improvements in working conditions progressively in numbers, quality and scope of 

interventions. The Department of Labor and Employment under this role is a catalyst and a 

source of support. In pursuance of this “facilitating” role, the following are recommended: 

a. Incentivize business organizations to practice and expand the scope of their 
improvements from minimalist to strategic improvements; 
 

b. Review pertinent laws and regulations that inhibit or retard business adopting socially 
responsible practices 
 

A three-year transition period is also recommended to smoothen the shift from the current 

regime under the Labor Standards Enforcement Framework to one that incorporates business’ 

socially responsible improvements in working conditions. For the transition, the following are 

recommended: 

a. Document more cases or practices of business organizations in the country, to cover a 
wider geography, types of industry and sizes of establishmnets;  
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b. Popularize the framework and mechanics of the program towards its dissemination to its 
various stakeholders and publics; 

c. Finalize the assessment and monitoring tools and regulations, including the development 
of a voluntary social compliance index; 

d. Finalize the regulations for the incentives and other motivation perks towards the 
participation of business organizations; 

e. Gear up the internal DOLE organization, its management and implementing teams 
including simplifying administrative procedures and bureaucratic requirements; 

f. Engage the leaders of industry and employers associations and of the various labor 
centers and federations in social dialogues to resolve issues that may impede their 
participation and to firm-up their commitments; 

g. Improve the data and statistics collection and analysis; and 

h. Professionalize the Labor Inspectorate including the monitors. Firm-up the recruitment, 
training and accreditation procedures and requirements of the staff and monitors. 
 

Implications to the Labor Inspectorate System and to the Department of Labor and Employment 

Inspection shall remain a function of the Department of Labor and Employment. It will 

cover the establishments which opt not to participate in the program and whose production 

processes may not lend easily adoption of CSRIW practices and will constitute the response to 

complaints emanating principally from workers and their organizations, and a mechanism in 

affording protection to workers in hazardous and dangerous work. 

The Labor Inspectorate System, now with a reduced number of personnel doing 

regulatory inspection will handle conciliation and complaints, the capture of irregularities and 

abuse of participating business organizations and monitors and the enforcement of administrative 

sanctions against them. The DOLE will still regulate but this regulatory function should not in 

any way inhibit the ability of business to initiate, innovate and further improve the work 

environment.   
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Implications to the National Government 

  The national government is perceived to take the lead in promoting SRIWC. The 

promotion and practice of SRIWC must be incorporated as a basic strategy in national 

development and investment promotion. In like manner, the following are recommended: 

a. Drumbeat the practice of SRIWC as a national development strategy; 

b. Push for legislations that will promote the practice of SRIWC; 

c. Require and monitor the practice of SRIWC in all government agencies and corporations; 

d. Approve and invest in projects that involves SRTWC practicing business organizations; 

e. Introduce social compliance provisions in public procurement; and 

f. Expand the menu of incentives to business organizations that practice SRIWC. 

Implications to the Workers and their Organizations 

In the practice of socially responsible improvements in working conditions, the workers 

and their organizations are expected to be the first to articulate issues and concerns in the shop 

floor as they are motivated to represent their own interests in the business organization as they 

are so well-informed about workplace conditions. Workers’ organizations can serve as 

watchdogs over practicing business organizations and as integral and active participants in the 

internal processes by which the social compliance programs are set and improved upon. They 

can act as third party monitors but not on the practice of the business organization at the other 

side of their bargaining table. Workers organizations can also help ensure the institutionalization 

of the practice of socially responsible improvements in working conditions by incorporating its 

pursuit in collective bargaining agreements    

Implications to Business and their Organizations 

Business organizations, as among the primary stakeholders should change their basic 

operating paradigm by offering partnership and cooperation through voluntary compliance 
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among its workers, its organization and allied industries towards building and maintaining a 

culture of sustained improvements of the conditions at the workplace. They should demonstrate 

and capitalize on the direct link between self-regulation as the intervention, and improved 

performance as the outcome, by increasing the level of autonomy of workers to participate and 

regulate themselves in the workplace. 

Implications to Other Stakeholders 

Other external stakeholders shall continue to take action as watchdogs to maintain 

pressure on business establishments for ever-better labor standards compliance, and on the labor 

inspectorate to curtail corruption that has been plaguing the System. 

Conclusions 
 

No business organization today concerns itself only to its owners. Its formation, 

financing, operations, products, gains and losses affect many others.Today, more than ever 

businesses are at a stage where they seriously affect others.  In fact, corporate revenues today are 

distributed over a wider range of interests than in the past. These include lower prices to the 

consumers, wage increases and welfare benefits to employees, perks to the management team, 

dividends to the stockholders, corporate contributions to public education and health and other 

social causes.  

Business organizations, thus, are expected not only to recognize the legitimate interests 

directly affected by their operations but to also respond appropriately to challenges, opportunities 

as well as threats and burdens emanating from public policy in the area of improving working 

conditions, and the external local and global environment in which business organizations 

operate.  Businesses have to become as dynamic and as fluid as the world in which it functions. 

It cannot sit complacently on an established routine. Every tool of business must be employed to 
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be appraised of changing conditions and to make the most of all opportunities for efficient and 

profitable operation of the enterprise for the benefit of all who have direct claims as well as to 

serve society as a whole. 

 Business through its practice of socially responsible improvements in working 

conditions as its legitimate contribution in societal development puts pressures on the 

Department of Labor and Employment and its Labor Inspectorate System and imposes new and 

challenging roles and purpose. A compelling challenge for Department of Labor and 

Employment and its Labor Inspectorate System is to survive and be relevant to what the business 

world presents and how can it change to lend support to business’ practice of socially responsible 

improvements in working conditions. 

Upon the consideration and pursuance of the reforms enunciated in this study, the Labor 

Inspectorate System of the Department of Labor and Employment can be considered ‘fit’ to the 

meet the challenges of an expanded Labor Standards Enforcement Framework and therefore, has 

gained its ‘social legitimacy’.   
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